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Fnrelgn (apital Outlays and Sales of U.N. Gompanies

UN ITED STATES direct-investment
‘enterprises abroad ave planning to spend
over $i4.5 billion this Fear for plant and
equipment, and expect Lo maintein tlos
rabe during 1962, OF this tetal, newcly
34 billion is expected to be invested iv
production facitities for manufuctures,
petraleun, and raw materials of various
kinds, the remaindsr for utilities, trade
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Fxpansion of Manufacturiug Facilities at Peak Rau
Sales of Foreifn Plants Continae Steady Rise

and distribution and service indusiaies.

The 1561 amount exceeds tha previ-
ous year's mctunl inveatment by more
than 20 percent, snd approaches the
sarlier high established in 1957 when
the petroleun industry was extremely
active abroad,

Capital catlays by U.5. manufactur-
ing companics abroad nre expected {0
reach a new pesk of ¥1.8 hillicn this
Year, and are planmed to continue at
thiz rate in 1962. This compares with
%1.3 billion spent in 1069, which was
close to the previous record high of 1957,

Expenditures by the petroleum indus-
try Jor investment abrond are rising in
1061 to $1.8 billian, alter 3 yvems of de-
eline.  Although planned expenditines
in 1981 would be Int bolow the top of
$2.2 hillion sat in 1957, they would be
20 pareent highar than in 1060. Capital
investment in mining is continuing to
hold ateady ot abouk $400 mitlion, with
n slight dedline expacted in 1962,

Other indstries, in the egprerats, are
expocted to spend at & rate of nearly
$600 million in 1661 and 1562 for capital
equipment. This represents a slipht in-
crenge over 1060, accounted for by the
riging axpenditures of trnding and dis-
tribution firms.

Large Increase in Manufaetur-
ing Investment

T1.8. manufacturing companies an-
ticipnie an incrense of 30 percenkt in
outlays for capital equipment in 1961,
with enly & small decroase from this
high now expocted for 1942, Al nreas
but Onnada show an upturp for 1961,
and most manufacturing industries
are increasing their outlays, the rest
ronmining stendy.

FByrope —Outlnys in Europe—over
half of the total—nre rising sharply in
both the Common Market countries
apd the United Kingdom. In 1962,
axpenditures are expecied to drop

somewhat, particularly in Germany,
but will 26l be 40 percent over the 1980
level, '

The United Kingdom still atirasts
the greatest volume of capital invest-
ment, but with Germony new nearly as
high. Outlays in the Common Market
ara expectad to incvenss more than 5O
perecit in 1861, Owver holf of this in-
areass iz in the transportation aquip-
ment indvatry, most of it in Germany.

Anticipated outlays are up by 45
percent in the United Kingdom in 188,
with thiz level of expenditures expectad
to ba continued in 1962,

Canada —Outlnys [or manulacturing
in Cannda nre aypected b remain
stendy through 1962, The decrease
from the hiph of the 1957-58 pariod,
when ouklays tolaled more Chan 3500
million each year, is eaused hy the de-
cline in tha primary and fabriented
metals and the paper indystries, which
completed majer additiona to capaciby
in those yenta.

Latin Ameriea —Manufacturing out-
lays in Latin Amecrien are expectod
to be sbout 40 percent higher in 1961
than in 1960, and ave currently antici-
pnted 1o continue high in 1862,

Capital expenditures in Argentioa for
1551 will be the hirhest in Fatin
Amerion, Tollowed by those in Brozil
and Mazico. More than half of the
Argenting expenditures in 1961 will be
made by producers of trwnsportation
agquipment., In Brozl, major expan-
sion is continuing in the chemical and
fropsportation equipment industiies,
while in Moxice the chemical industry
will Liave the highest outlays,

Manufucturing in the rest of the
world ts goncantrated in a [ew countrics,
notably Austrolia, Japan, India, the
Philippine Ropublic, and the Union of
South Alriea. Outlays in all but the
last ars increasing, with Australinn
compunies expnmcling at bho fastest
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rate. Expansion in India has been
uneven, depanding on the activities of
relativaly few lorge companies.

Petrolenm and Mining

Aboui $1.8 billion i8 axpected to be
spent by petrolemn companiss abroad
in 1961, with slightly greater sxpendi-
tures to be mede in 1962. In addition,
these companies spend abroad about
3400 million anoually for explorntion
and development which is charged
ngainet income. The peak outlay, in
1057, wna $2.3 billion, cxclusive of
expenditures charged ngninst income,

The 1961 expendilures represant an
invrense of about $300 million over the
prior year. Important ara outlays now
being made in Eurepe o1 refining and
distribution [neilities, and in North
Afrien, especinlly Libyn, to develop new
producing areas, The high iovestment
in these arens is expected to continue in
1962. A slight upturn is anticipated in
investments in Lalin Amaerica in 1961,
but the smouni is a4l less than half of
the 1957 tlatal,

In Conada, capital oxpenditures by
petroloum  interests ara oxpected to
remuin stable. Outlays in Asia are
inereasing in 1961, primarily in the pro-
ducing flelds of the Middle East, but
these are considarably below the lavels
of 195754,

Mining investment stegdy

Cupital expenditures in the mining
and smelting industry will remain
steady through 1962 at an annusl rate
of somewhnt over 5400 million, plus
nbout $20 million of expenditurez for
exploration nnd development chergad
against incomas,

In Canods, expenditures are sxpectad
te ha about ¥4 million lees in 1061
than the 3280 million tatsl for 1860, snd
will decline to £190 millien in 1062,
upen the ecompletion of several lurge
mining projoets. Cuellays were reln-
tivaly low in Latin America in 1060
beeause of the cessation of Investment
aperations in Cuba and beranse some
mugjor axpansions have been comploted
in recent years, but lyrger ontlnys ava
expected in 1961 and 1962. The initin-
tion of several large development pro-
jects in Weat Africn and Auvstralia
should require substnnticl investiments
theve for severnl yoars.

SURVEY OF CURRENT BUSINESS

Outlays by other industries, axelud-
ing companies engaged in intarnational
slipping, are holding nt close to 600
million annvaly in tha aggragnte. Con-
panies engoped in trade and distribu-
tion confinue to .xnise Gheir capital
outlnys, which are now subaiantial.

Outlays by utility companies ara now
gubstantially less than in the 1957-59
period becaues of the somplation of
soma pipelines nnd repid changes in
Lutin Americn, incleding the loss of
Cubin proparties and the sala of some
ontevprises. in Argenting and MMaxioo,
Dutleya in ngriculture nlse are dawn
considernbly Mom 1957,

Tuﬁh 1.—Piant and Equipment Expombi
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Comparison with domestic outloys

Foreign plant and equipment ax-
penditures ate becoming an incrensingly
Inrge proportion of the averall eapital
investnent programs of many U.S.
manuincturing industries, ns shown in
tabls 4.

In 1961, they aceount [or 18 peroant
of total domestic and foreign expendi-
turea in these industries, comprred to
13 parcent in the previcus yesr. The
most marked increnss is in the trane-
poriation egquipment industry, whick
plans to mnke 30 percent of itz capital
oxpenditures nbroad in 18961, compared
with 20 percent in 1%60. Howoever,

uiees of Diceet Foreign Investmenia, Cown
or Industry, 1050-52 by i
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other manulacturing industries also arva
inorpasing the proportion of their plant
and oquipment expenditures abroad,
aspocinlly the mashinery, primary and
fabricated metals, and food and bever-
age industrics,

Expenditurez for plant and equip-
ment in foreign manufacturing are
riging fasier than for the domestic
intuatry. The sharp divergence of
this trend from the domestic experience
ia lorgely influenced by the transporte-
tion industey's expansion in Europs,
and to o lesser extent in Latin America.
Evan in ths other induatries, howaver,
demestic expenditures in 19461 remained
practically unchangad, compared to
1960, whils foreign expenditures show
& strong upward trend,

Compearisan of Domnctic and Foreign
Plont ond Equipnwnt Expanditure:
By 4.5. Companias — 195751
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SURVEY OF CUREENT BUSINESS

In the mining end petrolenm indus-
frics, the trand for both domestio and
foroign expenditures iz upward. For-
eigh expendituras, having dropped for a
longer poriod, are now rising nt a faster
rate than domestic expendituras,

Inventories axd Receivables
Increasze

In addition to the lorger sums re-
quired to finnoee plant and equipment
expenditures in 1960, ns compared with
1959, inventories and receivablea were
expanded.

Inventories were up aboui 3800
million in 1960 in the mining, petre-
lewin, and manufacturing industries,
obout twice the amount for 1958, Mest
of the accumulation iook place in
manufacturing, with enderprises in
Enrope nccounting for more than baelf
of the tolal inereass.

On an industry besis, the accumulsa-
tion was greatest in  transportation
equipiment, sccounting for shout one-
third of tha monufacturing total. The
accelernted peeumulation of mans-
facturing inventories in Europe, Ans-
tralin, and the more developed countries
of Lotin Ameriea reflacts arapid growth
of soles and some anticipnted future
oxpansion. In the mining industry
thete were some inventory asccumula-
tions, particularly in Cannde. TFetre-
lsym companies incrensed their inven-
tories slightly in 1960, after 2 years of
net liquidation, .

Receivables alao grew at an inerens
rats in 1980, with about two-thirds of
the increnss aecconnted for by the
manufacturing industry, and n con-
siderable inerease in receivables in the
petroleum industry.

Other assets wera inereaszed by come
%400 million in the three major indus-
tries in 1060, about half of the 1959
amount. The declina was shared by
all three indwstrics, and conid be noted
in most srees. A morked deeline oc-
gurred in the manufacturiog induvatry
in Europe, reflecting a. drawing dowa of
those nsscts, primarily cash, by several
large automobile monufacturers 6o
finance the hesvy investmant in inven-
tories and plant nhd equipment daring
1960,

Baptamber 101

Sources of Finaneing

AN mmportant aspect of the datn on
sources an<d vees of funds of the direct
inveshment enterprisez obroad, now
beipg collacied annunlly by the Offizg
of Business Economics, is the broadex
covernge of the finonciat resources nti-
lized by U.S. businegs abrond. Somae
of this information, related to funds
abtained from the United Siates and
those aveilable cut of retained carnings,
ia sumiler to that collecied for vse in the
balanes-of-payments sccounts. How.
ever, tmich of the fareign activity of the
companies is financed out of deprecis.
tion snd deplation charges of the forsign
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enterprizes, and through funds chisined
from investors and enpital markets
abroad. .

In 1060 nbout %51 billion was re-
quired by the manufacturing, miniog,
and petroleum induscries to expand
their fired and other sssets abroad.
(M th¥ sum, nsarly 80 percent was
provided from internal sourses of the
foreign enterprises, ineluding reteinad
earnings of $1.0 billion and deprecintion
chargea of $1.9 billion. External fis
aancing wis obtained from parent
companiez and otbers in the United
States ($1.0 billion), and from foreipn
ereditors and investors ($1.1 hillion).

Tha volume of finaneing utilized in
1280 was about §250 million larger than
in 1959, bhut below the peak amount
of nearly $6 billion in 1957, the top
venr of investment abroad.

Depreciation chorges meke the lnrge
est contribution to the cosh flow of the
direct foreign 1ovestments. These
charges for the three major industrvies
amounted to nearly $2.0 billion in 1960
and ore growing by about $150 million
nnnuolly.

At current levels, depraciation charges
in, the ageregate finance ahout 60 per-
cent of foreign plant and squipment

Tahle 2.—Plant nnd Equipment Expenditures Abroad

SURVEY OF CURRENT EUSINESS

axpenditurea. In comparable domestic
industries the proportion is higher,
eovering Tecently about three-quarters
of menufazturing requirements, and &
still higher proportion for the patrolaum
and mining industriss.

About $950 million of the deprecie-
tion charges for 1960 originatad in the
petraleum  industry, ineluding sbout
850 millisn Jor depletion. These
chorges wers equal to over hnlf of the
industry's enpital expenditures, mntch-
ing present outlays for plant oend
squipment in Latin Amsrica, bub falling
much below the amoeunt reguired for
thiz purpose in Europe.

Dopreciation charges by manufac-
turing enterprizes were thout $300
million in 1960, snd are growing
rapidly in line with the expansion of
the industty. Howaver, sharply in-
crensed requiremante of funds for capital
investment, az well as for invantory
axpungion, ciused thess companiss to
obtain a larger proportion of their
finaneing irom extarnnl sources abroad
and retiined earnings.

Retained cornings

Of the $1.0 billion of retained sarn-
inga in mining, petrolauin, and mony-

TI.5. Monoleekuring Comparss,

br Aren and Major Commodity, 1969-62
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Table §.—Tlant snd Equipment Experdi-
turtm of Dlreat Fore Inveatmcnis 1o
Selected Industriog, 1959-62
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facturing in 19060, over 3740 million
was Accounted for by manulbeturing
enterprises. Net enrnings in thia
industty increseed by about $100
million in 1960, and most of thia
inereaze was reinvested. This increass
took ploce in all arees except Cannds,
where the amounts earned and rein-
vastad wera somewhnt lower than in
1959,

In the petroleum industry retnined
osrmiogs iocrensed somewhat to 180
million, altbough remaining much below
the pask of $.8 billion in 1857. Esm-
ings of this industry incrensed by abhout
14 percent in 1960, but petrolenm
companies continued to obtain their
finoncing lorgely from depreciation and
depletion funds, aod capital flow from
the United Stedcs.

Retoined esrnings by miniog com-
panies declined alighily in 1060, al-
theugh the net incoma of these com-
panies rose sharply. However, with
the complation of soveral major projescts
in Lakin America, tha nead for firancing
wae diminished in that ares, where a
large pari of the industiy's carnicgs
originnte,

External finoncing

Funis provided by parent companies
and others in the United States wore
moderataly lower in 1960 thon in the
preseding yoar, with sach of the major
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Teble 4. —Dlamestle and Forelgn Expenditures for Mant and Eqoipment in Solocted
Industrics, 195061
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indugtrica ghown in table § drawing
somewhat less on this sowrce. How-
sver, within the principal regions thers
wig # cobeiderable varation in be-
havior,

Whern investment setivity wos not
exponding, & mwmere then proportional
drop oceorred in parent company
finsncing, with other soureea makiog
ap the difference. This was charnetor-
istie of manufncturing investments in
Canado, mining nnd petroloum inveat-
ments in Lakin Amerien, and patyoleum
investinents in the Middle East. On
the other hand, on increased fow of
funds from the Tnited States wns
required to findnee acecslarated invest-
mant programs th Lakin  American
manufacturing, petroloum refivaries nnd
other facilitis in Burope, and the
davelopmont of new mining propertiea
in Cunida., )

Funde obtained abrosd

Forsign creditors nnd investors pro-
vided about 51.1 billion of financing in
1960 for the thres major industries,
about $120 million mora than in 1959.
This type of financing uied by nnnu-
fncturing: eompunies inersasad more
than $230 million, to & total of more
thin $300 milliop. Manufacturing en-
terprises in Europe and Latin Americn
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sach obtained an additional $15¢ mil-
lion from thia source. Canadian manu-
fncturing  companiea decrensed  their
gutstanding Labilities by %50 million,
reflecling their reduced need for work-
ing copital.

Petroleum companics Murther reduced
their use of foreign financing ns the
growth of intornnl scurces of [unds
continmed Eo oukstrip the need of funds
for inveatment. The decline was largest
in’ Europe, where there was n slight
decrease in foreign Habililies in 1960,

It is noteworthy that the mann-
facturing ond peiroloum industries di--

Manviacturing Production

T{]TAL gnjos of manufaotures by the
Toreign subsidiarics and bimnches of
5. companics wore valued nt $23.8
billion in 1980. This was a zoin of
aome 12 parcent aver the previous
yenr, and over 35 billion more than
their goles in 1957, the frst year for
whioh detn are nvailable,

Output of U.5. companies in Europe
iz gnining rapidly, advancing by 22 peae-
cent [rom 1960 to 1980, and aceounting
lor 60 pereent of the overtli increase in
lforeign snles since 1357, Sales of Ca-
vading pleuts have incressed moder-
ately ns shown in tabla 8, mutching Lhe
lower pace at which industrinl produc-
tion in that eountry has besn growing.
Most of the recent gain in cutput in
Latin America is in the production of
sutomobiles, especially in Argentina.

Tabde G=S5gkea of Munulsctores by Dicoct-Investment En

SURVEY OF GURRENT BUSINESS

verged n the utilization of local finnne-
ing in Europe in 1960, when higher
short-term inkerest rotes in that nres
were attracting vory large amounts of
liquid funds [rom the United Stabes.
The dats in tabls b suggest thet the
manufnotyring rompanics, needing ex-
ceptionally large amounis to finance
additions to both fixed assata and
working ecapital, drew heavily on local
sources, whila the patroleum companies,
not confronted with lsrger financing
vequirements, tended to ndvance funds
from the Tited States,

Abroad by U.§. Companies

On a commodity bnsis, inereased
outpat of tmneportation sgquipment ne-
counted [or over §1 billisn of tha total
$2.5 billion 1989-80 incrensa in manu-
facturing eales of forsign plants. In-
creaged ouitput in the machinery cate-
gories, uwnd in chemicals, was also
smbstantinl, end each of tha other major
lings of rmannfuetures registared gains.

Comporizron with exports

Between 1957 and 1980, axports of
manalactures ' froin the United States
advanced [rom $10.8 billion to $11.3
billion. In 1932 and 19569 such exporia
were under $10 billion o year. In tha
same period production in the T.5.-
owned manulagturing plants nbrood
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Tabl: 7T.—Producilon Abrood by Diresct-
Imvestment Monufacturing Entercprlecs,
Iy Scleetml Coontries, 1957, 1959 and
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rose from 183 billion to $23.6 billion.

While this ecomparison is indicative
of the rough magpitudes and trends in-
valved, it myst be noted that the som-
modity msakeup of .5 exports of
ynanufnetures iz different (rom thot of
Toreign praoduction, nnd sxperience also
varies i different [oreign markets, Tn
addition, salos of 1he foreipn plante
often include a substantinl amount of
malorinls or components exported from
the [Tnited States,

In tnble B, the trends for aoane specifie
majar commaddities are shown in prin-
cipal areas. TFor these major manufne-
tures, export growth Irom 1957 to 1960
was significant mainly in Europe and o
few vountriez olsewhere. Exports of
these items to Woesterm Hemisphere
mnriets were considersl]y reducsd. In
the sune period production of thess
counniklities in local plants rose sub-
stantinlly i each of the arcos shown.

The sirong growth of overill demand
in Europe supported increases in both
exporta from the United States nng in
local production, but the volome of
local procuctizn by U.S. compnaies of
theee commcdities, and especially of
nztamobiles, & far mreater than LS
exports to this aren. In the Conadian
morket, cxports of Lhese manufactures
changed little over the period, while
lacal production of chemicals, puto-
inpbiles, and nonelecirical machinery
showed odernie inproventent.
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Exports of mojor moanufpctures o
Latin Americs declined in most cate-
gories {rom 1957 te 1960, as preduction
within the area by U.S. sompanies con-
tinued to expand. For some items,
principally machinery and others re-
quiring comparatively ndvonced tech-
nelogy, cxports ramain larger than locel
produciion, but for sveh important
categoriezs as abswiealz, automobiles,
and some type of machinery, selos of
the local planis are Inegor,

For each of the commodiiies ineluded
in table 8, production in U.S.-owned
plants abrond bins besn expanding fnster
than exports. Tha divergence is stril-
ing for transporéation equipment {(ex-
cleding niveralt), sxportz of which do-
clined from 1957 to 1960 while foreign
production rese 50 perceht; exports
ol alectrical munchinery also deelined
glightly as production abroad increased.

These dats suggest that the growth
of production n U3-owned plonts
abroad iz & congiderabla influence on
the commedity makeup and direction
of U5, export trade.

SURVEY OF CURRENT BUSINESS

deptembor 1041

Tokhle 3.—Exports From the United States and Producton by Direck Investmenin Abhroad
of Selacvad Manubaetnres, by Area, 18957 and 1960
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Comprratively littla of the goods
manufactured abroad iz exported to
the United Stetes, except for traditional
itama much ne Canadish paper and pulp
or aluminum. Only about $200 million
of ths items manufactured in Europe

by U8, companies was axported io the
Tnited States in 1957, and a recent
survey ol o reprezentnéive group of
companies showed that the amount in
1860 may have beent smullar.

Espansion in Incomes
(Continzed from page 4)
fineneing. Tha needs for this lossensd

s businass fell.

Prafits surn upard

Reflecting the ndvansa in economic
ackivity, ecorporele profits rosesharply
in the second guarter, reversing the
sharp setback of the presading yonr.
At an nnnual rete of F45% billion,
pretax enrnings were $5% billion higher
than in the first quarter and only a
little lpwer than o yaor envlier. The
pravious oyelien] peak of -corpoarnte

profits bnd been renched in the fivst
quarter of 1980 when totel earnings
were ot an annopl rate of $47% billion,
With corporate taxes tnking about
ene-hall of aggrepate emrnings, sfter-
tax profits amounted to $23 billion in
the second quarter.

Rougliy two-thirds of the advance
in corperade profils from the first quor-
ter cceurred in moanuf{eeturing, as sales
and profit marginsg rose in & nume
ber of industries. Earpings of aato-
mobile manufaeturers showed marlced
improvement from the low winter

quarter, and profita in séveral
other herd goods lines incransed sub-
stantially. The recovery extended &o
some of the major nondurable ind ustries
ns well a3 0 nonmanuiaciuring gen-
erally.

With these new profits data at hond,
the nationn] inecome for the second
quarter 18 cstimated at 5426 Lillion,
This io an slltima record nonual rads,
314 billion above the fust quarter, and
37 billion higher than the pravious
pealt of $419 billion reached in mid-
18640.
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